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A Message
From the Acting
Inspector General

This year marks the 20th anniversary of the creation of the Office of Inspector General for the U.S.
Postal Service®. On September 30, 1996, President Clinton signed the amended Inspector General
Act of 1978 to establish a separate enforcement and oversight agency for the Postal Service™,
moving that responsibility to the newly created and fully independent OIG.
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Since then, we have worked to fulfill our mission of ensuring efficiency, accountability, and integrity
in the U.S. Postal Service. This report, submitted pursuant to the Inspector General Act, outlines our
work and activities for the 6-month period ending September 30, 2016.

During this period, we issued 91 audit reports, management advisories, PARIS risk models, and white papers, and
the Postal Service accepted 86 percent of our recommendations. We completed 2,586 investigations that led to
389 arrests and nearly $321 million in fines, restitutions, and recoveries, $30.4 million of which was turned over to
the Postal Service.

Office of Audi

Our efforts focused on identifying ways to improve Postal Service efficiencies, reduce strategic and financial risk,
and lower operational costs. Among the reports featured in this semiannual report are audits on the effects of
network consolidation on mail service, the condition of postal facilities, and postal products that did not cover their
costs in the most recent fiscal year.

New to this report is a section highlighting the top management challenges facing the Postal Service, including in
the areas of financial challenges and business constraints; workplace relations and culture; changing customer
demands and competition; service performance; and cybersecurity. These strategic challenges will guide our work
in the new fiscal year.
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| look forward to working with the Board of Governors, Congress, and Postal Service management as we address
the challenges ahead. With the support of these groups, the OIG will continue to play a key role in maintaining the
integrity and accountability of America’s postal service, its revenue and assets, and its employees.

Tammy L. Whitcomb
Acting Inspector General
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Mission Statement

The mission of the U.S. Postal Service 1
Office of Inspector General is to “‘l A U D | T ‘.: .I | N V E S T | G A T | O N S
conduct and supervise objective and

independent audits, reviews, and E‘;’;&i 3;’;*0 $475,076,421 iﬁ;:dance $193,068,928

investigations relating to Postal Service

programs and operations to: Questioned Fines, Restitution,
Costs $2'01 1 ,865,066 and Recoveries 5320'879,294

B Prevent and detect fraud, theft, and

misconduct; ::\ézr:;e 2,301 ’ 607,966 ‘:;2%:2::/2:2 $30,41 8,380

Office of Audit

»
=
h ° . P T
o= romote economy, efficiency, and T
. gations Completed 2,586
-y effectiveness; TOTAL $4,788,549,453
= :E: Arrests 389
(=] g B Promote program integrity; and Reports issued 91 Indictments/Informations 315
= Recommendations issued 166 Convictions/pretrial diversions® 484

B Keep the Governors, Congress, and
Postal Service management Total reports with financial impact 33 Administrative actions 1,161

informed of problems, deficiencies,

';E; A and corresponding corrective

S 2 (amc; HOTLINE CONTACTS

55 775 Noco e 3,884
E-mail 35'47" Facsimile - FAX 178

National Law Enforcement
817 159

Standard Mail Communications Center

1. Statistics include joint investigations with other law enforcement agencies.
2. Amounts include case results of joint investigations with other OIG, federal, state, and local law enforcement entities.
3. Convictions reported in this period may be related to arrests in prior reporting periods.
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Significant Audit Work

For the period April 1 — September 30, 2016

Management Response
to Audit Work

The Office of Audit adheres to
professional audit standards and
presents its audit work to management
for comments prior to issuing a

final report. Unless otherwise noted,
management has agreed or partially
agreed with our recommendations and
is taking or has already taken corrective
action to address the issues raised.

0IG white papers explore strategic
ideas for ways to enhance the
viability and efficiency of the
Postal Service. These white papers
are presented to Postal Service
management for consideration and
contain no recommendations.

Semiannual Report to Congress
April 1 — September 30, 2016

he Office of Audit (OA) conducts and supervises objective and independent audits and reviews of Postal Service programs and operations. It

also assesses compliance with laws and regulations, and evaluates internal controls. OA keeps Congress, the Postal Service Board of Governors,
and management informed of problems, deficiencies, and corresponding corrective actions. Generally, audit resources are aligned with those of the
Postal Service vice presidents and major functional areas, allowing OA to focus efforts where there is the greatest potential risk to Postal Service
management and operations.

— ¢ L Finance, Pricing and Investment

.3

Strategic Plan Needed for Products that Do Not Cover Costs

Strategies for Underwater Market Dominant Products

All market-dominant postal products must, by law, cover their direct and indirect postal costs, which are known as attributable costs. Products that do not cover these
costs in a given fiscal year are considered underwater products. The Postal Regulatory Commission (PRC) found in FY 2009 that the problem of individual products
failing to cover their attributable costs was so pervasive—five underwater products accounted for a $1.5 billion shortfall—that it had become a systemic problem. The
PRC found that the Postal Service should present a plan to address this problem. In FY 2015 the same five products—Outside County Periodicals, Standard Mail flats,
Standard Mail parcels, Media and Library Mail, and In-County Periodicals—were still underwater.

We found that, while the Postal Service has strategies to optimize efficiency and decrease costs, there is no formal framework to address underwater products. Such a
framework should, among other things, assess how effectively goals are being met and measure the impact of the strategy on cost coverage. We recommended

Postal Service management develop a formal strategic framework to improve cost coverage for underwater products as a whole. Management disagreed with our
recommendation to establish a formal strategy beyond what the PRC requires stating that raising the prices of underwater products is either not possible under the current
price cap, or not the most fiscally responsible approach to improve net income.

01
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Media/.
Library Mail -

~ Standard M,a’T'i ¥ 3
Mail Flats Periodicals Parcels’ =~ Periodicals
Revenue Shortfz $521,729,201 $497,096;615 $85,346;49§h _ $24,309,035 $22,612,112

TOTAL .. e

Revenue
Shortfall

Standard Outside County



https://www.uspsoig.gov/document/strategies-underwater-market-dominant-products
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International Paper Money
Order Service Podcast

Whitten script of podcast.

SUMMARY OF PERFORMANCE

“O'AUDIT

peterse . $475,076,421
o $2,011,865,066
impact 2,301,607,966
TOTAL $4,788,549,453
Reports issued 91
Recommendations issued 166
Total reports with financial impact 33

Semiannual Report to Congress
April 1 — September 30, 2016

Finance, Pricing, and Investment

Paper Money Order Service Should Be Revamped

International Paper Money Order Service

Sales from the Postal Service’s international paper money order (IPMO) service and domestic money orders program have plunged in recent years due to competition
from other providers and a trend toward use of electronic options. IPMO sales declined from $60 million in FY 2010 to $34 million in FY 2015. Similarly, domestic money
order sales were down 60 percent from their peak in FY 2000 to FY 2015. Meanwhile, the international money transfer market is booming, with annual growth between
3 percent and 11 percent from 2010 to 2014.

Our audit found the Postal Service’s money order programs are not well-suited for today’s fast-paced environment in which new technologies enable customers to send
and receive money faster through electronic channels. We recommended the Postal Service remake the IPMO program into an enhanced electronic international money
transfer services program and improve the domestic money order program by adding digital technologies along with strategic management and marketing. Management
disagreed with the recommendations, believing that the projected revenue of enhancing this program was overstated given a requirement for increased compliance
staffing, and that there were other prioritized opportunities with higher returns on investment.

Revenue Forgone Should Be Treated as Loan with Interest

Revenue Forgone

When Congress put the Postal Service on a self-sustaining basis in 1971, Congress continued to subsidize the mailing costs of such groups as the blind, non-profit
organizations, local newspapers, and publishers of educational material by providing an appropriation to the Postal Service to cover the revenues that were given up, or
“forgone,” in charging below-cost rates for these services.

The Revenue Forgone Reform Act of 1993 eliminated appropriations to cover reduced rates for nonprofits but retained free postage for the blind and overseas absentee
ballots. The act required annual appropriations of $29 million from FY 1994 through 2035, totaling $1.218 billion, for revenue forgone, deferring payments to the
Postal Service for services it provided in FYs 1991-1993 and during the phase-in period through FY 1998. As of FY 2016, the U.S. Treasury has not paid the

Postal Service $105 million of what it is owed under the 1993 law.

Treasury Loan Rates

$1,615,993,029

1 Year

$2,016,402,975

5 Year

$2,346,366,627

10 Year

$2,754,154,073

30 Year

4 4:= P> Pl


https://www.uspsoig.gov/document/international-paper-money-order-service
https://www.uspsoig.gov/document/revenue-forgone
www.uspsoig.gov/sites/default/files/audio-files/TranscriptFall2016SARC-moneyorders.pdf
https://www.uspsoig.gov/sites/default/files/audio-files/IPMO.mp3
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Finance, Pricing, and Investment/Information Technology/SupplyManagement and Human Resources

Our report proposed that revenue forgone should be treated as a traditional loan with interest; doing so would mean the Postal Service is owed $1.6 billion. We
recommended the Postal Service pursue legislation changes that would allow the $1.6 hillion to be applied against the Postal Service’s outstanding $15 billion loan
from the Treasury." Subsequent to our report, the Postal Service sent a letter to both of its House and Senate Oversight Committees requesting Congress fully fund the
Revenue Forgone appropriation.
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PostalOne!-BCSS Should Reduce Outages and Improve System Notifications
L

PostalOne!-Business Customer Support System Availability e
Nearly 584,000 business customers use the Postal Service’s PostalOne!-Business Customer Support 'H,' .';>.'*v-,’;"."i"j 4, f’",” Mygniggs’r:..; / ””””
System (BCSS) for financial transactions relating to business mail. But we found management is not s st i NS S
effectively supporting and managing PostalOne!-BCSS availability. The Postal Service did not consistently W, B= e ‘
meet its daily 99.95 percent availability goal in FY 2015, falling short 22 times. Also, there is no effective T e L] ronzese®im
communication process to notify all users when the system is not available and the HelpDesk notified less
than 1 percent of users when the system was not operating in FY 2015. & T @ e

PostalOnel-BCSS ~ Total -
We recommended management develop a plan to resolve systemic and recurring availability issues bl el Lo tn tofucers
and implement a formal plan to track outages and downtime and to notify users when outages occur. e ——2200,000.000_} g
Management generally agreed with our findings and is addressing the recommendations. E—

Click Image to Enlarge

%3 Supply Management and Human Resources

L

Single Data Source Critical to Preventing Workplace Violence

Postal Service Workplace Violence Program

Workplace violence involving postal workers can occur at or outside a postal facility and can range from threats and verbal abuse to physical assaults and homicides. On
March 13, 2015, the Postal Service responded to a congressional inquiry by describing how it prevents sexual assault and harassment of employees. It also submitted the
number of employee-reported sexual assaults and the outcomes for 2013 and 2014. Subsequently, and at Congress’s request, we reviewed the Postal Service workplace
violence program and validated postal management’s response to Congress.

We found the Postal Service has a comprehensive workplace violence program to identify, review, report, and address employee assaults nationwide. The Postal Service
and U.S. Postal Inspection Service appropriately addressed the workplace violence cases we reviewed. But we found postal officials did not always record incidents in
the tracking system, and we noted a single source of data is needed to accurately determine where problems exist and develop preventive measures. We recommended
management establish controls to ensure officials do so in the future.

1 The $1.6 billion impact described is not considered a loss to the Postal Service. The Postal Service participates in the annual
appropriations process but does not control annual appropriated amounts and does not have the authority to change legislation.
Therefore, management must work with Congress to implement this change to prevent future issues

4 -=r _Print | 6
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Supply Management and Human Resources

POSTER 62 POSTER 72 POSTER 128 POSTER 143 POSTER 159 ZERO TOLERANCE
POLICY LETTER

EQUAL EMPLOYMENT OPPORTUNITY
IS THE LAW

USPS Zero tolerance: Promoting a respectful,

WORKPLACE HARASSMENT
To them, their comments are harmless. KNOW YOUR RIGHTS! TAKE RESPONSIBILITY!

TO HER, THEY ARE_%FENSIVE...

Achieving
a Violence-Free
pgether

8 DID NOT DISPLAY 2 DID NOT DISPLAY 9 DID NOT DISPLAY 8 DID NOT DISPLAY 6 DID NOT DISPLAY 3 DID NOT DISPLAY

Achieving a Equal Employment To Them Their This is Serious Workplace Zero Tolerance Policy
Violence-Free Opportunity is the Comments Are Business. Harassment: Know Letter.
Workplace Together Law Harmless: To Her Your Rights! Take
They Are Offensive. Responsibility!

Additionally, managers at 11 of 12 facilities in six districts we reviewed did not ensure that workplace violence posters and publications were on display. We also found
there are no controls to ensure threat assessment teams complete all activities. We recommended postal management develop controls and ensure teams are adequately
trained. Management partially agreed with our findings and partially disagreed with our recommendations. Management believes existing procedures are adequate, and
that different systems for reporting incidents allow for data analysis and are necessary given the contractual and statutory rights of postal employees.

Well-Maintained Postal Lobbies Key to USPS Image

The Post Office™ lobby is the principal business office of the Postal Service. The lobby’s appearance directly affects the Postal Service’s image because it is the only
close-up view of postal operations for many customers. The Postal Service must maintain a safe environment for both employees and customers and follow safety laws
set forth by the Occupational Safety and Health Administration (OSHA).

In September 2015, the OIG reported on poor working conditions at a Post Office in New Mexico. We then began a series of retail facility condition audits in postal areas
throughout the country. The audits focus on conditions relating to building appearance, safety and security, customer complaints, workplace environment and violence,
and handicap accessibility. In the second half of FY 2016, we completed two of these audits.

Facility Condition Reviews — Capital Metro Area

The Postal Service must improve adherence to building maintenance, safety and security standards, and employee working condition requirements at retail facilities in
the Capital Metro Area. Of the 20 facilities we reviewed, 11 had lighting issues, 10 had building appearance issues, and 18 had potential OSHA violations. Additionally,
most neither effectively managed customer complaints nor displayed all posters relating to injuries on the job. We recommended management develop an action plan

Number of Buildings with Potential OSHA Issues Found out of the 20 Surveyed Capital Metro Area Facilities

11 10 18 18 16 6 8
55% 50% 90% 90% 80% 30% 40%

No Complaint Log No Workplace No Workplace

Lighting Issues  Building Appearance  OSHA Violations or Monitoring Injury Posters Conduct Posters

Security Issues

4 = r _Print | 7


https://www.uspsoig.gov/document/facility-condition-reviews-capital-metro-area

Office of Audit

‘%\. Facility Condition
&) Reviews Podcast
Listen to the findings of our
reviews of USPS facility conditions

in the Great Lakes Area and the
Capital Metro Area.

» Click Here
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Supply Management and Human Resources/Retail, Delivery, and Marketing/Mission Operations

to address the maintenance, safety, security, workplace environment, and workplace violence policy issues we identified. We also recommended changes in policy to
improve coordination among postal management, facility managers, and property lessors to timely resolve repair issues. Management generally agreed with the findings
and is implementing the recommendations, but disagreed with the method used to determine impacts to safety and security.

Facility Condition Reviews — Great Lakes Area

The Postal Service must improve adherence to building maintenance, safety and security standards, and employee working condition requirements in the Great Lakes
Area. Of the 32 facilities we reviewed, 19 had building appearance issues, 18 had safety and security concerns, and 24 had potential OSHA violations. Additionally, half of
the facilities did not effectively manage customer complaints or display all posters relating to injuries on the job. We recommended management develop an action plan to
address issues we identified regarding maintenance, safety, security, workplace environment, and workplace violence policy. We also recommended management enforce
the requirement to perform housekeeping inspections. Management generally agreed with the findings and is implementing the recommendations, but disagreed with the
method used to determine impacts to safety and security.

@_{,&%i Retail, Delivery, and Marketing

€

Using Internal Resources Could Reduce Shuttling Costs

Vehicle Shuttling — Northeast Region

Maintaining the huge vehicle fleet is a major Postal Service expense. In fact, the Postal Service spent $32 million in FY 2014 and $43 million in FY 2015 just to shuttle
vehicles from post offices to vehicle maintenance facilities (VMFs) or commercial vendors for maintenance. We reviewed 25 VMFs in the Northeast Region and found
shuttling was not cost-effective. VMF managers paid commercial vendors anywhere from $25 to $250 per hour, plus mileage and hookup fees; these inconsistent fees
could make it easier for overpayments to go unnoticed.

Also, VMFs used mostly commercial labor to shuttle vehicles. We found they would have saved $2.1 million in FY 2014 and $2.7 million in FY 2015 by using internal
resources instead, and we recommended VMFs use more internal resources when available. We also recommended management implement policies to manage and
oversee shuttling services. The Postal Service disagreed with our analysis, findings, and recommendations, believing that implementing our recommendation would violate
a current collective bargaining agreement.

{q‘%i Mission Operations

S

Network Adjustments Cause Performance, Service Challenges

In 2011, the Postal Service announced its Network Rationalization Initiative (NRI), an effort to address declining mail volume and a change in the mail mix by consolidating
facilities and equipment and making related processing and transportation operational changes. As part of this initiative, on January 5, 2015, the Postal Service changed
its service standards for First-Class Mail® delivery and made a related change to the hours that machines process mail—the latter move is known as the operational
window change (OWC).

In the second half of FY 2015 we looked at the impact on service from the OWC and service standard changes. We also looked at how specific facility consolidations have
affected performance or service. High-quality service and performance are crucial to retain customers and maintain the Postal Service brand.


https://www.uspsoig.gov/document/facility-condition-reviews-%E2%80%93-great-lakes-area
https://www.uspsoig.gov/document/vehicle-shuttling-northeast-region
https://www.uspsoig.gov/sites/default/files/audio-files/FCRGLA.mp3
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Mission Operations

Mail Processing and Transportation Operation Changes

Although service has since been improving, we found for the period January through September 2015—the period following the January 5, 2015 service standard
changes and OWC—delayed mail processing increased by 51 percent compared to the same period in FY 2014. (The Postal Service considers mail delayed when it
is not processed in time to meet its delivery date.) Subsequently, the Postal Service took significant steps to reduce delayed mail; as a result, delayed mail processing
decreased by 54 percent between October 2015 and April 2016, compared to the same period in FY 2014. We also found the Postal Service did not achieve projected
savings associated with the OWC, while surface transportation costs, which USPS projected would decling, actually increased following the OWC.

We recommended management re-evaluate the operational and transportation financial impacts of the OWC; implement a nationwide strategy to improve mail processing
productivity before making any additional nationwide operational changes or consolidations; and increase the capacity to transport mail by air to meet critical entry times.
Management expressed significant concerns with the report’s content, analysis, and tone, but agreed with five of the seven recommendations and partially agreed with
the remaining two.

Timeliness of Mail Processing at the Queens, NY, Processing and Distribution Center
Mail was delayed at the Queens, NY, Processing and Distribution Center (P&DC) because
the facility did not have enough equipment to handle the volume of packages it had to
process. On average, the facility received 82,000 more packages than it could process

per day in quarters (Q) 1 and 2 of FY 2016. We also found machines were not operating

at full capacity. After some packages were diverted to other facilities, delayed mail volume
decreased by about 80 percent in Q3, FY 2016. The plant manager also plans to add two
additional processing machines, and we found there is adequate space at the facility to
house them.

We recommended, and management agreed, to develop a 2- to 5—year staffing and
processing machine plan for the Queens P&DC to match processing capability with
current and projected volume needs.

Omaha, NE, Processing and Distribution Center Customer Service Performance

In 2012, the Postal Service planned to consolidate the Norfolk, NE, and Grand Island, NE,

processing and distribution facilities (P&DFs) into the Omaha, NE, P&DC. The Postal Service finished consolidating outgoing mail in 2013 but had not finished incoming
mail consolidation before May 2015 when postal management decided to put all consolidations on hold. We found that consolidating outgoing mail operations in 2013 did
not have a negative effect on customer service. But we did find service declines corresponded with the OWC and the start of the incoming mail consolidation in 2015.
This was due, in part, to the fact that operating plans were out of date, and we recommended the plans be updated to reflect the OWC and consolidations. We also
recommended management ensure mail is dispatched on time and delayed mail is recorded correctly on the daily mail condition report. Management agreed with the
findings and is implementing the recommendations.

Processing Efficiency Vital to Package Volume Growth

As ecommerce continues to expand, so, too, does the Postal Service’s package volume. In August 2015, the Postal Service forecasted package growth of 4 to 7 percent
annually through 2020. The Postal Service’s strategy is to increase package volume and revenue to help offset declining letter mail revenue. Efficient, cost-effective
processing and timely delivery are critical to this strategy in the competitive package delivery market. In the second half of FY 2016, we conducted several audits that
looked at the efficiency of USPS processing operationss.


https://www.uspsoig.gov/document/mail-processing-and-transportation-operational-changes
https://www.uspsoig.gov/document/timeliness-mail-processing-queens-ny-processing-and-distribution-center/
https://www.uspsoig.gov/document/omaha-ne-processing-and-distribution-center-customer-service-performance
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Mission Operations

2015 Peak Season Processing Performance

During the 2015 peak season, the number of delayed packages increased compared to the same period a year earlier. The increase occurred, in part, because the

Postal Service did not use all of its processing machine capacity during the 2015 peak holiday season. We recommended the vice president, Network Operations, develop
plans to increase use of existing machines for the 2016 peak season to reduce manual package processing. Management disagreed with the finding and other impact
calculation methodology, but generally agreed with the recommendation.

Keeping to Overtime Budget Would Improve Processing Efficiency

Continuous Improvement of Mail Processing Operations
We identified mail processing efficiency opportunities that would save the Postal Service about $473.8 million annually by reducing more than 11.5 million workhours.
The Postal Service uses a mail processing variance (MPV) to calculate workhour performance using efficiency targets. Processing facilities with MPV efficiencies below
the national average could reach the national average by reducing about 7 million workhours in the automated letters and flats, manual, and other indirect mail operations.
Processing facilities that are below the national percent achievement for the MPV target for
automated packages, trays, and bundles could reach that goal by reducing about 4.5 million

AUTOMATED MAIL PROCESSING EFFICIENCY

Boston, Raleigh, And Richmond P&DCs - Fiscal Year 2015

workhours. EFFICIENCY OUTCOMES ISSUES IDENTIFIED

We recommended the vice president, Network Operations, reduce 11.5 million workhours
from projected FY 2016 levels where possible, evaluate operational efficiency and staffing,
and ensure overtime workhours do not exceed budgeted levels when planning for FY 2017
projected workhours. Management agreed there are opportunities to improve mail processing
productivity and efficiency; however, they disagreed that they could achieve savings of 11.5
million workhours in FY 2017..

Package Processing Machine Capacity

Our audit found the Postal Service has sufficient machine capacity to process all non-peak
period package volume when operating at target throughput and runtime levels. To meet
anticipated package growth, the Postal Service must increase machine throughput and
runtimes. This would reduce annual manual processing costs annually over the next 3 years.
We recommended the vice president, Network Operations, develop a plan to operate package processing machines at full operational performance levels. Management
disagreed with the finding and monetary impact calculation methodology, but generally agreed with the recommendation.

Click Image to Enlarge


https://www.uspsoig.gov/document/2015-peak-season-package-processing-performance
https://www.uspsoig.gov/document/continuous-improvement-mail-processing-operations/
https://www.uspsoig.gov/document/package-processing-machine-capacity
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Peeling the Onion: The Real Cost of Mail
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When Congress passed the Postal Accountability and Enhancement Act (PAEA) in 2006, it established a new set of regulatory incentives designed to increase the
Postal Service’s efficiency. As the PAEA’s 10th anniversary approaches, we revisited postal cost trends to evaluate how well the Postal Service has been managing its
Costs.

The number and cost of workhours are down, even with the increase in delivery points. Less expensive noncareer employees have increased by 3 percent each year on
average since 2006. Although prefunding of future retiree health benefits can cause labor costs to appear as a disproportionally high percentage of the Postal Service’s
total cost, the Postal Service has actually decreased its labor expenditures by about $10 billion since FY 2006 when adjusting for inflation and removing prefunding.

However, the paper stresses that the Postal Service cannot continue to fulfill its mission on the strength of cost savings alone. Rather, future Postal Service success
hinges upon providing excellent service and making needed capital expenditures to modernize its existing network’s capabilities to support 21st century postal demands.
To accomplish this, USPS® stakeholders and management need to develop means for generating adequate revenue.
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The continuing surge of ecommerce has strained major parts of the supply chain, raising Q:\oo 5

2L CITIES

questions about whether the logistics and transportation industries have the capacity B over 84.5% of the land area
to handle the increased load. Dense urban areas present unique delivery challenges

.
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.;=: 8 that exacerbate these concerns. Although the Postal Service is currently the dominant
ED last-mile delivery provider in the United States, competition is intensifying. Crowdsourced s B T B e e
g g delivery companies, regional carriers, and major players like Amazon are moving into —
g % last-mile delivery, particularly in urban areas, often with innovative new business models. ZIP CODES 5 0 0
—
g o The Postal Service is not a logistics company, but many aspects of the logistics industry INCUR EXTRA DELIVERY -
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are central to its core business. By taking steps to expand its logistics offerings to
the extent allowed under existing law, the Postal Service could better retain and grow
its current package delivery business. This paper examines several major changes in
the logistics industry and the significant opportunities and risks they represent to the
Postal Service.
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Risk Analysis Research Center

Advertising Mail Future Prospects in Five Scenarios

The paper examines the period from 2016 to 2025 and projects five plausible scenarios for advertising mail using three different external assumptions. The projected

potential outcomes for Standard Mail volumes range from 53 billion pieces to 119 billion pieces in 2025. This wide range is an indicator of both the great opportunity and

the great risk to the Postal Service that is associated with advertising mail.

This analysis, based on work from RCF Economic & Financial Consulting, starts with 2015 data for the total advertising market, which is estimated at $190 billion by
Pivotal Data. Of this, Standard Mail (most advertising mail is Standard Mail) had a 9 percent share, representing 80 billion pieces.

The scenarios project Standard Mail® volumes and revenues from 2016 to 2025. In brief, they are the following:

= Growth and Complementarity — We assume that advertising spending rev<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>